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TO THE SHAREHOLDERS: 


We are pleased to report that the favorable trend in sales and earnings which commenced in 
early 1971 has been maintained. This produced a profit of $181,513 or 34¢ per Class ‘‘A”’ share, 
for the fiscal year ended October 31, 1971, which compares with a loss of $230,326 in fiscal 1970. 


The increase in activity in Canadian residential construction, combined with new products 
and new markets, has allowed our Canflo Division to achieve a steady improvement in results. 
Additional manufacturing capacity installed in the latter months of 1971 gives us the opportunity 
to take advantage of new opportunities which we believe will be presented not only in the short 
term but over the years. 


Supreme Mattress enjoyed another excellent year, achieving good growth in the traditional 
bedding business, as well as in the upholstered furniture department, which was only initiated 
in 1970. 


1971 presented problems for our other departments. Zodiac Plastics & Chemicals encountered 
stiff competition and severe price erosion during its first year of operation. However market con- 
ditions appear to be stabilizing, and we anticipate steady progress. 


Inappropriate labour laws and union interference combined to create an untenable position 
for our contract department, and at the close of the fiscal year the name, assets and operations 
of Montreal Parquetry Floors were sold to the key employees of that department. This step has 
the additional advantage of eliminating any question of our competing with customers of our 
manufacturing departments. 


The current fiscal year has started on a much more favorable note than fiscal 1971. Our ex- 
pectations are that the upward trend in sales and earnings will be sustained in the coming months. 


The Directors have asked me to express their appreciation to all of our employees for their 
continuing high level of performance. There is no firmer foundation on which we can build our 
future growth and progress. 


F. H. GopIN, ENG. 


President. 


Montreal, January 20, 1972. 


ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 


For the Year Ended October 31, 1971 
(with comparative figures for 1970) 


1971 
Net sales 25 Ai. Seas ee Se $9 115 ,524 
Cost of sales, operating, selling and administrative 
2)'q G21 slohe me akin aks O ptolon odo Ao had he bomen 8,457 , 789 
Earnings from operations before depreciation and 
firiancial charges. <)(ie gts. ote ee 657 , 735 
Depreciation and financial charges: 
Depreciation’... wenn sokeee ee ere 178 ,063 
Amortization of discount and expenses on 
long-term: debtiar.. 75 ana eee 10 ,598 
Interest on short-term debt.............. 70 ,023 
Interest on long-term debt............... 196 ,987 455 ,671 
Earnings (loss) before income taxes ........... 202 ,064 
Incomettaxes: (note6):.0% 27a. wa ee eee 91 ,000 
Earnings (loss) before extraordinary items..... 111 ,064 
Extraordinary items: 
Loss on disposal of fixed assets (net)....... (49 675) 
Profit on purchases of debentures for cancel- 
FARO. eeitc os a eee ee cere 10 500 
Realization of income tax reductions on the 
carry-forward of losses of prior years 
(note, 6) alee tea) 32.5 ee beaters, 109 ,624 70 ,449 
Net earnings (loss) for the year............... $ 181,513 
Earnings (loss) per share: 
Before extraordinary items — 
Clase aA Asta cae tno Pee 3 $24 
Clase aire ire tegen aes = 
After extraordinary items — 
Class2 2A 55. ges © ot cet ee ea eae: 84 
Clase’ EB eis te. Ses ne can 10 


1970 


$7,144,398 


6,908 ,626 


174,470 


10,914 
70 ,832 
202 ,274 


(22,486) 


5,750 


235 ,772 


458 ,490 


(222,718) 
(9,128) 


(213 ,590 ) 


(16 , 736 ) 


$ (230,326) 


$(.28) 
(.28) 


(.31) 
(.31) 


ZODIAC LTD. AND ITS SUBSIDIARIES 3 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Year Ended October 31, 1971 
(with comparative figures for 1970) 


1971 1970 


Source of funds: 


INecie aries tortie yearn. ONCE 5.6. 5 4:55 vedinvaen Sirs uaa haw Sn ww ws $ 181,513 $ — 


Add expenses not requiring a cash outlay — 


POS RCCIRLORT ES Si RN ARNG SERN ASE as ee Sd aie rte endl great: 178 ,063 - 

Amortization of deferred charges... .. 2.2402. 5.¢4avsosaeuenn: 10 ,598 —— 
Freduction of deferred income taxes... . 0. 8. shes eon oda eee (18 ,624) (9 ,128) 
351 550 (9,128) 

BRO TCOOU WIR ane tite ty! shone em ail co eM len cme ass GM BRE Sc 6,361 — 
357,911 (9,128) 


Application of funds: 


ING UM OGe TOFEENETYCAT choco ea cig A Le Re Ee es Gee OR ae ow = 230 ,326 
Deduct expenses not requiring a cash outlay — 

We PreClatiOne ne a eis Neo or enced om Ee SOO OAC OE don st as es 174,470 

Amortization O1 delerred Charges v2 a. wns we ane ae cece se eas 10,914 

— 44 942 

Burchases Of tixed. assets. (Neb) <<< fd4 gto 4s A Ay Siemon SP eens 88 , 719 147 ,290 

Betine ASE Ol COOG WIN aii 5 oad ae I Meme eerie ay Aci aoe eos aE = 21,196 

Reduction omone-tern debits oct. ei de eee ee ae 100 , 386 69 ,376 

189 , 105 282 ,804 

Netiincreasen decrease) secre 209 1. 2s he Pee ED PO NS 168 ,806 (291 ,932) 

Working capital at beginning Of VOT co. insta open a eee 1,245 ,O11 1,536 ,943 


Working capttalat end. Of year .4 os 25.69 hn 0 es ne ne ee L413 O17 $1,245,011 


ZODIAC LTD. 
4 (Incorporated under the laws of Quebec) 
AND ITS SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
October 31, 1971 


(with comparative figures for 1970) 


ASSETS 


Current assets: 


Inventories*(notec] 2: Ae. Uae eh 29 lhe 
Prepaid expenses.) 234-50 69s SE Ae dg SO ie Bleep ee eee 


Totalicurrent. Assets.) sacks ce ee arc ee 


Fixed assets (note 2): 


Land, buildings, machinery, equipment and vehicles............. 
Less accumulated: depreciation) Aeron 3c): ieee eee 


Deferred charges: 


Long-term debt discount and expenses, at cost less amortization 


Goodieill-at cost: ohio e eee Sa ee 


Signed on behalf of the Board, 


F. H. Gopin, Director 


KENNETH DONE, Director 


1971 1970 
$ 137,356 $ 46,881 
2,021 525 1,108,753 
1,579,624 1,556,704 
77,162 88 196 
3,815,667 2,800 ,534 
5 433 ,848 5,408 ,963 
2,472 ,350 2,358,121 
2,961,498 3,050 ,842 
25 580 36,178 
203 ,792 210 ,153 
$7 006 ,537 


$6 ,097 , 707 


LIABILITIES 


1971 1970 
Current liabilities: 
Be OAT ROLE IAI bo %a ne Uncacat tend ota e Gee yo or ees te i etn $1,105 ,000 $ 735,000 
mccounts, payabieand accrued, Charges), jc.4./eselsed ok enieate dann oak 1,039 873 638 , 274 
OIMELCVALAXER PAV AIC car) desc ce tics Lm cteesses ease oS DRO Soe hee ah 188 162 138 869 
Current sportion of long-term debt ..ss).6 0... pen vileeee. eee ln oe 68 815 43 380 
SROLACUPTER ULL Dilities «071 se ai aS) uk eee eee Dei a. S 2.401.850 1 555 ,523 
Won emleriitdeDta (note: 4). 6a p Sypie Ve RA a wie dh dhl bea awe es 2 515,075 2,615 ,461 
eIeEreC CONE LUNES fee GP a ENE ae oie dad 5. angica. hs 208 ,571 227,195 
Shareholders’ equity: 
Capital stock (note 5) — 
Issued and outstanding: 
AB SEOGO We lass "Ao VS Ares 1 Gof ta Oc peg ti a cht ae MO Ae 567 , 450 567 , 450 
S00 000rC lass “SB shares incr he ee ber heat tor ween dG gtk is 105 ,000 105 ,000 
672,450 672,450 
Etc raedtearniviges wat te) fe ccy tok CAE Ae eee eRe et ee ie ee as 614 ,360 432 ,847 
Excess of appraised values of certain fixed assets over cost (note 2)..... 594 231 594 , 231 
motal-sharenolders:-COuity <n eer Hs oe coe ee ee es 1,881,041 1,699 ,528 


$7 ,006 ,537 $6 ,097 , 707 


AUDITORS’ REPORT 


To the Shareholders of 
ZODIAC LTp.: 


We have examined the consolidated balance sheet of Zodiac Ltd. and its subsidiaries as at October 31, 1971 
and the consolidated statements of earnings, retained earnings and source and application of funds for the year then 
ended and have obtained all the information and explanations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations given to us, and as shown by 
the books of the companies, these consolidated financial statements are drawn up so as to exhibit a true and correct 
view of the state of the affairs of the companies as at October 31, 1971, and the results of their operations and the source 
and application of their funds for the year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


CLARKSON, GORDON & CO. 


Montreal, Canada, 
December 15, 1971. Chartered Accountants. 


6 ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
For the Year Ended October 31, 1971 
(with comparative figures for 1970) 


1971 1970 
Retained earnings (deficit) at beginning of year.....................-5- $ 482,847 $ (780,217) 
Add: 
Net earnings: (toss) forthe ‘year. 0) 2s 2 co aS eee 181 (523 (230 , 326) 
Reduction of the par value of Class ‘‘A’”’ and Class ‘‘B’’ shares applied 
against :denicities)... -5/5 tatu olin 8 clea eee -- 1,443 ,390 
181,513 1,213 ,064 
Retamed earnings atiend of yeariweo.. S40). 2. oes ae nee eee $ 614,360 $ 432,847 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1971 


1971 1970 
1. Inventories ee aa 
The inventories are made up as follows: 
Finished products, valued at the lower of cost or realizable value... $ 520,896 $ 458,224 
Raw materials, valued at the lower of cost or replacement value.... 953 , 799 948 ,436 
Plant supplies;;valued at: Costus <0) vsacccu daa es ete ee ae 104 ,929 150 ,044 


$1,579,624 $1,556,704 


2. Fixed assets 


Most of the land is carried in the accounts at appraised values. These values amounting to $1,346,000 
were determined by Canadian Appraisal Company at August 31, 1963. The excess ($594,231) of 
these values over cost is classified as part of shareholders’ equity. The remainder of the fixed assets 
are valued at cost. 


3. Bank loan 


The accounts receivable and inventories have been pledged against the bank loan. 


1971 1970 
4. Long-term debt — —— 
Secured 
9% Mortgage payable maturing June 15, 1974, repayable in monthly 
instalments of $9,618, capital and interest, and the balance of i 
approximately $962,000 on June 15, 1974. ese $1 ,033 ,890 $1 ,056 , 841 
7% Mortgage payable maturing July 31, 1979, rut tN eee in peaal 
instalments of $438,750, capital only, from July 31, 1972....... 350 ,000 350 ,000 
8% Mortgage payable maturing October 15, 1971................ — 22 ,000 


Carried Forward $1,383 ,890 $1 ,428 ,841 


1971 1970 


Brought Forward $1 ,383 ,890 $1 , 428 ,841 
Unsecured 

644% Convertible debentures, Series ‘tA’, maturing June 15, 1974 1,200 ,000 1,230 ,000 

2 ,583 ,890 2,658 , 841 

Less instalments shown in current liabilities.................... 68 ,815 43 ,380 

$2,515,075 $2,615,461 


Annual instalments on present long-term debt due in each of the next five years are as follows: 


1972 — $68,815; 1973 — $71,100; 1974 — $2,225,200; 1975 — $43,800; 1976 — $43,800. 


3d. Capital stock 


The authorized capital stock of the Company is as follows: 


2,500 ,000 Class “A” participating shares, preferred non-cumulative 


dividend of $0.24 per year, par value $1.25 each....... $3 , 125 ,000 

300 ,000 Class ““B’’ shares, with 5 voting rights per share, par value 
SOS DICAe aan eT ree Pai hte, Po ok a ce 105 ,000 
$3 , 230 ,000 


At October 31, 1971, the Company had reserved 216,833 Class ‘“‘A’’ shares for the exercise of options 
and for the conversion of the 614% convertible debentures, Series ‘‘A’’, as follows: 


Number 

of shares Price Expiry date 
OP EIONS eee ect core en es the Peet ee ae Seale ee 50 ,000 $1325 October 31, 1975 
Conversion of geventuress.. | ss wih Weak ee ecee ois 166 ,833 8.02 June 15, 1974 

216 ,833 


6. Income taxes 


No income tax is payable in respect of the earnings for the year 1971 as a result of the carry-forward of 
losses of prior years. 


7. Contingent liability 


The Company is a defendant in an action based on an alleged patent infringement, in which unstated 
damages are claimed. In the opinion of Counsel, the action is unfounded. Accordingly, no provision 


has been made in respect of such claim. 
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ZODIAC LTEE 


STATISTIQUES POUR LES 9 DERNIERES ANNEES 


1963 1964 1865 1966 1967 1968 1969 1970 1971 
Ventesheun nee FS eerste ...... $4,899,592 $5,418,908 $6,194,493 $6,798,243 $7,918,633 $6,953,857 $7,688,219 $7,144,398 $9,115,524 
Moins Dépenses...............- 4,004,333 5,005,530 5,719,636 6,235,091 7,190,096 6,306,396 7,041,897 6,908,626 8,457,789 
Bénéfices bruts d’exploitation..... 395 , 259 413 ,378 474 ,857 D63antD2 728 ,537 647 , 461 646 ,322 235,772 657 5735 
Moins: Dépréciation............ 69 , 268 70,040 115 ,061 148 ,891 143 ,627 120 ,600 147 ,698 174,470 178 ,063 
Imteretrre para Sn eee 17,866 103 ,629 235 ,137 261 ,073 239 , 353 206 ,559 211,483 273 ,106 267 ,010 
Amortissement........... — 3,900 11,671 aba be Ass a PATE a o6 12,718 10,914 10 ,598 
87,134 177 ,569 361 , 869 421 ,089 394 ,257 338 ,955 371,899 458 ,490 455 ,671 
Bénéfices (pertes) d’exploitation 
aAvalt i pOL antes ei te stores 308 ,125 235 ,809 112 ,988 142 ,063 334 , 280 308 ,506 274 ,423 (222,718) 202 ,064 
Investissements: 
Dividendes & Intéréts acquis . —- 53,337 76 ,968 21,403 465 a as = = 
Profits (Pertes) sur Ventes (y 
compris réduction de certains 
MIACEMENECS haere ees — Ad, 239 118,156 ( 2,484,769) PMA Tf TE! 41,530 25507. 1( 16 , 736) (39 ,175) 
— 98 ,576 195,124 ( 2,463,366) DORLOo 41,530 PASS AOE {( 16 , 736) 95175) 
Bénéfices nets avant impét....... 308 ,125 334 ,385 308,112 ( 2,321,303) SD Roo 350 ,036 299,930 ( 239,454) 162 ,889 
Impét sur le Revenu (net) ....... 149 , 336 112 ,569 68 , 700 68 ,000 — — — ( 9,128) (18 ,624) 
Bénéfices nets (Pertes)..:........ $ 158,789 $ 221,816 $ 239,412 ($2,389,303) $ 357,519 $ 350,036 $ 299,930 ($ 230,326) $ 181,513 
Bénéfices (Perte) par Action: 
Classe aA Sees Savane Wires 2 ays 32¢ 40¢ A3¢ ($3 . 28) 59¢ 58¢ 51¢ (31 ¢) 34¢ 
Classe aS V3 chy. Py es geo ae 8¢ 16¢ 19¢ ($3 . 28) 35¢ 34¢ 27¢ (31 ¢) 10¢ 


Bénéfices (Déficit) avant Amortis- 
sements par Action: 
(Cash Flow): 


Classe’ SAREE x:aicoBoaiecss aoe « 41¢ 50¢ 60¢ ($3 .06) 80¢ 76¢ 72¢ (7¢) 56¢ 
Classe OTe ac. vice Ronen ay 17¢ 26¢ 36 ¢ ($3.06) 56¢ 52¢ 48¢ (7¢) 32¢ 
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